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Reogopic Out look 


walter Heller: It ts eius ly Coo saca tc esseas the effects 
wf the Cuban erisis, bul: 


In che current quarter, 4 fairly good rice is expected in GHP - 
ower 55 billion - fo ὦ total of more chan $560 dtllion. 


For the {fret gart of 1963, continued high level ectivity is 
anticipated. He implied saue further sodest growth (bat sot encugh), 


The business economiets: (nol led pre Cube) Generally fre- 
cast εκ alld dowmturn in the first cix months, followed by δὰ uvturn ic 
the latter half of 1963, with δὰ everage of GN? for the year oaly elightiy 
higher than 1962. (This iaplies « sharp riee in unemployment.) There 
are some disyenters, but av one excects a eubetantial rise. 


in consequence of Cuba, (and also sseuming no aore severs 
crisis) thay see « somewhat higher levei of activity than this earlier 
forecast, with greater dimulus from (4) secelerated defense expenditures 
(b) faster replacement of durable goods by comewners (0) 6 fisming-up oa 
iaventory policy end prices, but ne great rush to accumulate big inventor- 
ies. 


: We ars eneusmigsily better able to adjust 


— — 
to tais erisie thea te the e ies beeeuse of: 


i, Der. ie end nome reserve Labor supply. 
I. eupplise of ἀδεῖ its and, 
3. Friese stele to tines fo st warkets. vholesale 
: eo beve 256 saws esterially is ower four years; 
con 8 y lewels of 1961, wich 
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4. Couaveace ere batter equipped with durable goods - 
autos, bousebold equipment etc. Their seeds are 
now primarily for placement. 


lu ehort, we are act in an inflationary ailuation end have hot 
been for some tine.* 


5. In celation to Evwrope aad Japan, our prices and 
hourly earniags have risen δὲ 2 auch loser rate 
in the lest few years. 


Tax Folicy 
Welter Heller and Stanley Surrey: 


Ko dectsions have been taken re a tax reduction whether 
there will be one, ita timiag, {ts magnitude, or whether it will be t led 
in with tax reform. These decisf{ons will te made early in December. 


Advice is invited. 


A tax reduction, in the face of r growing deficit, ig “unorthodox 
f{tacal policy", yet it may be good policy. Taxes were reduced in 1954 
(mn face of a deficit, and revenues rose the next year. More public 
education ita aeeded on the economic consequences of fiscal policy. 


Tax reduction as 4 spur to long-term economic growth and 
attaiement of full employment was given great exphasis. References werc 
da to high U. S. rates of corporate and individual texes in compar lau 
with other countries; aad to their deterrent effects upon exoansicu in 
recent years. (As an obserwer, I judge that both wen think a Cax cul 
ἀν of great importance for long-range sCructural reasons, een in 4 
crisis.) 


ea hae been - ead is - a major goal of tila Admicistration. 
to (4) spur growth (Ὁ) reaowe inequities and (e) simplify ἀπο. So details 
were ¢discuseed. As to whether tax reducticn would be presented together 
with tax refora in 1363, Surrey says, “Time will tell". The 1963 tex bil! 
wee ἃ beginning toward reform and sccomplished more then {te crigies say. 


Ef facts of the 7 sereemt tex credit and revised depreciation 
guidelines will act be seen quickly. hey ere conplex sad few firms heave 
yet decided how to Gaal with thes, tut esch flow should δα teresse ia 
1963, tbesed ow 1962 owsilable éeductione. (Gf which sore in δ ceperete 
nora.) εις 


Hr. Heller srant considerable tize oa the big 0.6 perceat rise in the 
September CI, cunownced today. saying there is siwcys som: “special” 
feeter that es it go up. 


